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SUPPLEMENT TO REPLY

Integrated Systems and Internet Solutions, Inc. ("ISIS

2000") hereby files this supplement to its Reply to

Oppositions filed April 27, 1998 ("Reply"), in the above-

referenced proceeding. This supplement is being filed to

provide the Commission with additional information which has

just come to the attention of counsel for ISIS 2000

supporting the findings of the study "Economic Analysis of

Education Networks of America" undertaken by Rampart

Associates, Inc. ("Stapleton Analysis"), included in the

Reply.

In response to the Stapleton Analysis, the President of

Education Networks of America ("ENA"), Mr. Al Ganier, has

been quoted as follows in an article appearing in
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Nashville's daily newspaper, The Tennessean, on April 29,

1998:

You can hire an investment banker to give you
any evaluation that you want. I don't
find it a credible assessment. 1

Contrary to Mr. Ganier's protestations, a pre-bid

Investment Proposal circulated by ENA confirms the essential

conclusions of the Stapleton Analysis in several key

respects. Attachment X is a copy of a document dated

December 4, 1997, entitled "Investment Proposal"

(hereinafter "Proposal"), prepared by ENA for the purpose of

soliciting investors, including ISIS 2000. 2 It was supplied

to ISIS 2000 around the time of its original circulation and

1 See Attachment W, The Tennessean article dated April 29, 1998. For
background purposes, we have included in chronological order all
articles relevant to this proceeding which have appeared in The
Tennessean since ISIS 2000's Objection was filed on April 6, 1998.
Consistent with ISIS 2000's April 27, 1998 Reply, documentary
designations continuing from the last-used Attachment designation will
be used to avoid confusion.

2 Throughout the Proposal, Mr. Ganier describes ISIS 2000 as an
"affiliate," "partner" and "shareholder" of ENA. For clarification
purposes, ISIS 2000 was never asked by any representative of ENA, in
writing or otherwise, if it could be referenced in this Proposal in this
manner, nor did ISIS 2000 ever give permission to be referenced as such.
Previous to the Department's RFP, ISIS 2000 was approached by Mr. Ganier
on several occasions, and discussed the possibility of partnering with
ENA with respect to bidding on the Department's RFP, but was never
provided a written proposal by ENA. ISIS 2000 determined not to
participate with ENA for the following reasons:

1) None of the other proposed "partners" had acceptable financial
qualifications from ISIS 2000's point of view, including ENA;

2) ISIS 2000 fundamentally disagreed with ENA's approach to FCC
rules regarding ENA's proposal to purchase the state's network
and obtaining USF funding for ineligible equipment and
services; and
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recently noted in reviewing file material pertaining to the

matter.

First, ENA's proposal confirms its basic scheme to fund

the capital cost for the construction of a private statewide

commercial telecommunications network that would ultimately

serve many users solely from USF and state public funds.

The Investment Proposal states:

ENA expects to make a reasonable profit from the
design, installation and operation of the network (See
Pro Forma). This proforma only shows a possible
revenue stream from a single state contract. Much of
the overhead of a national company is not included in
the model. Additional contracts should have a much
higher margin.

ENT expects to add more users such as private
schools, health care providers, and also additional
services for all users will be added . (emphasis
added)

These new services and users could more than
double the revenue potential of any network that is
built originally for schools. (emphasis added) The
incremental cost to add more users and services should
provide excellent margins since competitors will have
to duplicate many of ENTls systems just to meet its
standard level of service. 3

Second, the Proposal confirms the Stapleton Analysis'

estimated range of marketplace value for the network of from

$60 to $160 million. This estimate was based on a projected

annual revenue stream of $20,000,000 from the Department's

contract alone, which is somewhat lower than that projected

($23,000,000) in the ENA Proposal. See Attachment X, p. 11.

3) ISIS 2000 fundamentally disagreed with ENA's technical approach
for implementing the Department's network.

3 Attachment X, p. 5. (Note: These page numbers have been added by ISIS
2000 counsel for ease of reference.)
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Third, as indicated above, the Proposal confirms the

conclusions of the Stapleton Analysis with respect to the

resulting superior competitive position and ability to

secure "excellent margins" (Attachment X, p. 5) ENA will

obtain with respect to other customers due to its ability to

fund all capital costs of the network from pUblic funds from

the one Department contract.

Fourth, the ENA Proposal anticipated the purchase of

the existing ConnecTEN state network in a wash transaction

even before the Department's RFP was written. As stated in

the Proposal:

ENA's contract approach should permit 100% of
state expenditures to qualify for FCC funds. ($5
million of state funds with FCC funds of $10 million
provide $15 million for the state network annually.
State funds for additional matching dollars will be
available through the sale of existing network that may
become surplus property by new network design.)
(emphasis added) (Attachment X, p. 4)

Similarly, under the section "Highlights of the Proposed

Contract," the Proposal states:

The current state expenditures for the existing
network combined with additional resources from the
sale of the existing network, matched with FCC funds,
will pay the cost of the expanded network and its
ongoing operation.

Also attached to this supplement is an updated version

of Attachment U of ISIS 2000's Reply to Oppositions

(attached hereto as Attachment Y). This is an updated copy

of BellSouth's price proposal to ISIS 2000 for T-1 lines

which was received on Monday, April 27, 1998, after ISIS

2000 had already filed the Reply. The cost estimates for T-
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1 service from BellSouth contained in the updated proposal

are the same as those in Attachment U of the Reply.

Conclusion

ISIS 2000 respectfully requests that the Commission

consider the foregoing additional information in its

examination of issues in the above-referenced proceeding.

Respectfully Submitted,

INTEGRATED SYSTEMS AND
INTERNET SOLUT:8NS, INC.

/} ~. j .
/ / L I ;;;;;;z,

By: / Z .., c'8t9k L
Ramsey L. Woodworth

~7~
Rudolph J. Geist

WILKES, ARTIS, HEDRICK & LANE,
Chartered

1666 K Street, N.W. Suite 1100
Washington, D.C. 20006
(202) 457-7800
Its Attorneys

May I, 1998
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MAY-01-98 16,20 FROM· ~ILKE5 ARTIS HEDRICK

DECL~.1'JON

10 PAGE 2

• '!

Under" perla 1. t Y of perjury, Jet frey Hustad hereby SUJt7.e~

ar-; foll owr; :

1. 1 am Chief Technical Officer of ISIS 2000,
Tnc.

2. T havH read the foregoing "Supplement Lo
Reply," dated May I, 1998, which I understand :t.~

to be filed with thf> Federal Communications
Commi6sion.

3. The facts contained therein are true and
correct

May 1, 199B
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'Net contractor
stands to· gain
.millions in deal

By ftKNY IIElIDU
Tc...... warlrinlDr 6111't1fll1

lVASBINGTON - The Tenner tion of the state having to seD i1s
see DepatlmeJ1t of EdUcation will netWOrk to a private company is the* the fecsera1 gotermnent lOday erux ot a growing controversy in
to cough up $49 miI1ioa to expand Wubingr.no.. ~ 4

the stare'S. classtOMl brternet net- '!be question is whetber the Slate
wtX'"L is required to sell ilS netWork - !be - ~

In tbree years.. that completed wires. routers and other aamectors
network could link as many as that link schOOls with eacb other
100,000 eIassraom computerS to cy_. and with the Internet - in order to
berspace, but qualify for federal dollars.'
would no loDger The Tennessee Dep8rtm~t ot
belong to the P.dUcation says tbat is U1e effect of
state. rt would· the pmgram.
be owned and State Education CommisSioner
controned by a Jane WaJ~ said her agency is
small pnftte simply following the regulations of
compmy llead- ~ Federal CommUIlicalioIm Com-
ed f1tJ AI GaG- mis!ioa tor a new program called
ier. a close the toe-rate" fUnd.
friend at Gov. . The fund has about S2.25 bUlioD
Don SUndqWst GAMER to spread nanoQWide on school sys-

Gallier's Education Networks or tems,' libraries and e9ea consor­
America was gelected by the .state tiums ot medical service providers
:£dueation .~ to expand to expand Internet access. especial­
the electtical pathway to 1iDk Ten-- Iy to cbUdren. The applic:ation dead­
nellSee children with millions of
Web pages worldWide, bot the ques- • Tam to PAG! 2A. CoIUllll13
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'Net fink
in schools
faces delay
FCC complaint
filed against state
B, PENNY .£NO£II
T'/I"'UI'GII W"""""OII ,OJ......

WASHINGTON - AdcUnl 8S
many as 100,000 computers to the
Tenae.ce Education Department's
Internet nerwor~ could lake lonler
than expec:atc1 bocaUM of iii eom·
plaint a,plnst the It&te filed with
the Federfll Communications Com·
mlslion.

The complaint, flied by 8 losins
bidder for me Tennessee project,
could triMer an audit ot the stale's
&PplicalJon 10 the Scltoo13 and Li·
braries Corp.

Tenn.-ee Is aeekln8 149 mUllan
tram the federal ".rate" prOlf&m,
• U·25 billion 1\In4 set up to iJ\­
cre8'le Internet ac:cess In schools
and libraries ,.uonwlde. It riled its
application 'I\Ulsday nlpt and lJI
one of .. many as 40,000 orpniza­
tiona ...klna • piece ot the pic.

"We don't know wbat Tenneste8
hal submitted yet," said Jodie Buen·
nina. IpOa.nan tor the SChools
and Libraries Corp., the qual·leder­
.1 crpntmtJon that I. OY8nseeing
the e-rare prOlJ1lm.

Appllc:attot\S Ul.t may "IUd., the
rules '" Nn the r13k of belna
flAyed" for an audit. ,he ..ld.

With • IImlced pot or money gOo
ins to schQQIs and Ubrarles Who let
in line ft,..r., Tennell&ec could be
shut out this year If it pts pulled
aut at tine because or an audit,

The unsuccfI!ISful bidder alleges
Tenn_a Inflated its propmal for
federal fundln, for lntemet expan­
sion and the _te'. 8ppllcalJDn calls
for NUtnB Its elltist1ns comp~ter net·
wos-k to Educ:ation Nerworks 01·
America and leaslna same_ from
the coms-ny once the network up­
gracse ill completed.

The 10111"8 bidder, an Ariuma
campen)' called ISIS 2000, is pro­
testing the ENA contract ancS ailea­
es that ENA. o~ned I)y a longtime
fTl.nd or Oav. Don Sundqut., infla",
ed Its propocl8l 10 quallf)' lor more
feA.ral dollan.

The FCC il waltlna: for a resJ'C)nIe
rrom Tenn-.ee. The SUIte has until
April 20 CO aMWe,. ISIS 2000 then
hu five more days to fe8p)nd to
Tenneuee. The comml,alon can
talte as 101\1 ... It wanm to settle the
matter, a IC)Okesman ..id.

Neither Ole FCC nor the Schools
lind Libraries Corp. will comment
on T.ntll!lllolle's propO&&l to sell its :
network. but documenlS prOVided to
IIChoall and libraries applYtps for
srants Indieate state-owned net­
worlal can't aef federal money.

ISIS 2000 "is U'Yine 10 completel)'
delltrOy Tennessee's opportunity to
partlctpate In the o-rato prolJl"8rn.··
SfJIld Al Cienler, Sundquist's friend
and president ot RNA.

Educ:atloJ\ Commllll.loner Jane
Weltel"ll IJeknowledted the pOIIlb\l1·
ty that the FCC complaint could
hurt the Alite'. chances.

"I have to trU!!lt the FCC WiU do
whal Is appropriate:' she said.•

THE TENNESSEAN

Thursday, April 16, 1998

Pilge 8-1

./ I.,.



THURSDAY

TAX DDllARS·

.Stale says COIll(8ty
silnpIy aIIenKI best
IJ Ganier oIfeted
... besllmemet
service for public
schoaIs for the
money,saylCale .
aIiciaI8 in dI!Iense
(J their $74.3 mil­
lion QDIltraQ with
Ganier's fmx;a.
fiCIn NelWOfks of
AmIr1Ca. The Ioc­
ing bidder filed a GANIER
~wih tilt FCC. On 1B.
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ESS
PERIODICAlS PO$'l'A'E ~AIO IN NA$IOIII\.Lt, TN

Critics: Sch~1s can fall prey to Internet fraud
IzPElWf­
T_ ........... a..-

"AS8INGt'ON - CI'IIa laY a feder­
al PJ'lllIIUl lID Ilak~ of !IlOuo
-.Is ell CIlOClIll and libcVies In poor
DRI!I ID !be IIJIIInIet IS npe fllI' h1IuCl
and ... and _Ill~ _ como
IIIUJIilies WlGl equiJlmeJIf tbey GO 0tII
need or~ llJford.

To etlIice pullllt: SCIlOOIS 8IId l.iInnes
III booalUD ID Cbc Iocern«.,~r2. biBb­
led! C:)II\~.~ al'fcrocoS "'-YIOIC

Ollll 9)1IIms ~ ~ Inc.. a 211IIIMn-=-=~ lhIIl d~
eampuler sYSelll:l /IIr !dloo15 and g;,m.
pWams arm III _ 01 ITWIJ~ IDe
tandin& bul be rcmaim~ 01 Ole
pracram. IleCallll!. be said., it bur!t mlQ
eetae \IlIDI ,..ry lIlOe IIIOllIDl

''TIM!re l& 50 mllc:ll DOlaldal for wa9lI!.
Vendols _ !lle greell, and lDC s:lIoo15
_ -..~ lor Ih!e.."
T_ is aDlOIlg Illl~ 01 apo.

pae.:; rvr PDQ! Iraal IIle SUS lIIIIJoIl
lllII In .... far .., JIlII1ICe 111 CQOOU
~ or tile CICIIt or a S7~ IllillIaa
~ berc. ne $49 mIIIIGIl _
fr(Il __ Is caIIocI u "_- lIlnCI (tile
He lII:IUKIS for eduaaaoD).

'lle II"lIr1IDl ..~~ CDlllP'al1
lo&c Teleocommuaicariols Act of 1996
Art is IQIged b)' VIce Presidaat AI Go~
ml OIbel$ U a 1IOlly lD Ilr1IlC lIleln~

it: ... PA.ct 2A., c...u. 1
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Critics: Schools can fall prey to 'Net fraud
sbaIe 01 lIIe projedS

In adclilfloll. I YVIUY' of ltale 1/1'"
emman~ Inde 11114 IlOIlP'GIII ~.
nlradOfll "w ollered Ullslance 10
'Cblldfl enid Iib~ 1IIIb IRIh! ~h·
noI0111~ uperlenoe.

"We'" hamt lbeR bas fleen a
lot 01~ to tip~
sald L)'IIIIe It'Ildley, dtPrtJ eKflN­
d'nl (IlrecflOl' .r Ibe AnwrlOlll 1I
IInil)' A.wlel8t1on1s Wa.'lliln&lDII of
"""-

"We lire kWJw people, 'DoR:
slgnI~ O\IIlb1IclII. 110I aDle!P
It~ wbd rau eco:l,'. Brac1l«y .IBid
"l'm 1101 pine to ,., Ilab ~em il
pelfect, IiuI tlJl!re!s a lat 01 lIKen
tlYe 10 ~ lite rip, 1Jl1flC."

B1au of lIIe Bepte4l PolaaofBtill1.-..
""l1Ie rut tbd IkIt! lire 1IIF.n:

pubD 1Jlle/llt'l provt4ers ,bOll!" no
t1matt ""1ft e ytf'f bnportllnl PRcnun IMt c:uw- aid _ a r"
ll<:fal IlrlOllly:'.

nel
• A IielllClllllllWlnicoll_ OlllnpCI­

ny -rtna to Me 1..,l/caClDII8 IlIr
IICtMIoIs BDd. IIbmrles. .,-amL<tnI I
~ rue IQr IDIIenIfJI~ "
!bey do.

• Servtoe pn:wlllen and oIlJer re­
lated (edIIMIOllY "nne provldllll
mutU ICboall willi _1nIdJ IJlII
conblha ..adden CCIll!I end _
lIlIl Iec:bnlll'o&Y, _ell 81 a I1l),om
"ltretrall," a eornpufll!,-1IJaI PIOlect3
ndWOrks fnll/l !llal'ller.l 011 l/le fD.
~er.

Ira Flabman. ~er ~1tW! al'"
cer 01 tile ScbOllll 8IId Ub~
Corp., "'*11 O'nrwN Il1r Hate
ll'OlJRID, 981el lIW1Y .-...,. 10
_ rreud Iront CIOIlIIIml1ll IIR! In
~.

A~I!I mull 4rftfl temnelt«J
plMt, put c:ompanlfll IbnIup III bid­
dinS sn- u4 0l!1tIIr Iflat t8e
cqmp&llY bill IIIoe mOM)l to I'lIY II'

~.-.

IIJlnle qUilt ~iA thaI lIJe lOOI1ey
_lei !low dlredly lCl 1Ile1l\· 5IlId
Andlew BIIII 01 Ule BenlOll Foor.da­
\loa. a IIOnPfQfl' group I!IlIl ~IQ !AI
make lec:bJ!olOl'f _liable II) com­
",RIlles of aD eoonomJc bnIochU

WMn lIIe T~ll!CQlDm\lnll:aliolll

MJ. was drllJIied. Slall SlId, -n.e
C1II1I(llIIII!!I -.ted wry !IUd 10
fI\8b lUre there woultl be It pro­
gram lG \lllre doors and Ilbrarta
11Ift lhal lIIe, would be ""'II lIle
ru~).el l1I1e for 11I13 prcwram."

111m'\ IUlII lIle IBraesl COI1IpUles
see!dl1l a pleoe of tile ~llIie.

SCIloGra, Ubrarle! nfId some DIm­
pufll!r VftIdon 58' -I*s 01 pat­
5Ible abwle fl( lIIe pl'lllJlllll 1nd\Hf~

• An lDlrml!l seIYtce p10Yider
dIBl~ ~Ie" ," lis Well JM8Il
IIddlftt, 18lIvinc IIb,a,lu and
9Choab wiIIl IIIe lmpresslol\ it -s
lite IfI\'emmenl 9JdD1Son teIlllll
ente '8pp1lcallorlll:;1118 Web pqe
Ilat lInce~ JRIl1ed G!'lbe Inter·

---"'---_.... _.. - .-.

-'-

counts, capped 81 fl.25 billion lhii
year, ClUml!S frOm lee pUd by ev­
el')' leleph_ user III die OIIIIQQ.

WhIt 'IiWr11!1 _ In u.e lulln·
lEy 11 llIe wa, I!ll!~ will be
t1iosh~ 011I: IIlJI CO the ldIaobo and
1I~e, llcll dlnJdl1r 10 JIlIemet
SttVIce "nwtders.

So wkll 81anl1 of Ibe 1DdwCry,
MlrmIIIft :IfIlII DdI, .y in 8. l)ftllIJ
rel_ Ibltl Iher wanl "10 belp
!lChoob rap IlBnell.. 01 enle ...
(OJ,*" -' 10 .mllll&n \!ley lie
blllltlng raalioowlde !bls monlh, II b
!heir own !lJnlS lbll ItIlnd lit pIIn.

Th sweelP1l lbe pol. III. CllImJl!I­
"lee plan to~ • D!!IIlMIlude CP
nolebooll .. a pqCIdpanl at ~11
femlnar.

Rtprftl!llblll'll!!l Irom~
0IIIcI bell Weft DOl lIVdatlle to 4113­00. lIIe1r !eIIlIIan and .Is piIl:~

oomPlrir-s;absmm .'ll
'Tdeoommulllolllafll CDIl1plllles

~. -..

Telnl!S!lee comp&J1Y, blel lor a roo­
!rael to prvvtde fJlternl!l eervke to
1.!iG4 schoolJ I" 1'ennlSle'L

ENA. "01\ 8114 )S)S 2000 rued I
pmelt wlib t&e Federal OlInmDn"
md_ Colmlllllioo d1l!l1ll11 fnwd
III t&e way the enlle a1kWaliel1

ne canlnld cdl!I 'or ENA. ...
bur Ibe sIlI!AI" RnI_. nel'llWk
an" 1ItIIl !be I4t m1UlDn rmm !be
k<lerd IIIf1d l!1IpUd tile t)'Ib!'.nL A.f.
'''lWIIN, EN'" wt1ItllllIlt willi 8 9BJU.
able tlUt priV8te Inlemel~
mmpln,. Tbe fBSe a, unlleT~"
fly t1Je Fa:.

Slale Deplr!menl at Edumltoo
oRk:laIS defend lIIe ute"! delistllQ
lD IlIre ENA" a company awnl!'d bJ
8. I~me tr1md of Gov. Dl:In 93n4­
1l'Ilrt.

Oflldlllt .y AI Gwller olle/cd
\be bell !I'lrI\ce lor lIIe~, 11III6
alked Ihe Fa: tIllbrvw rol dle ISIS
1JJOO COIllplelrll.

'The pool 01 m_y lor enle dl5-

FRO'" PMiE 1.\
10

\bole wlU1 lfIe \elL« l¥lCeIlI - elll"
dmt CIt IIln... dtlfll and rural (lIl1[)o

mlUlltlet.

More lIIan JO,ooo !lCboob and II·
Imutel IWve 3pJlMed l'DIr e-l1lle de.
cOIInlS. Qualilled librarIes anc!
!IClJoolI WiD r!Celve all)'WlIl!ft (rem
20'), !AI 90% flll lbe COIl of cOfl1P'J1'
.. n-'l~~ d-..en(llnl
on the oommunlly's lIlIVelty ..,18.
The oomJlllllies will eel llle 11III
prkle - lbe di6loouol b p'ld Ie- bJ'
!be JOYeI1IIMnl

DoRI\3 01 smaD cOlftllllDlet bave
emerwet' sUloe <"Al1I"et' JIIL'lIl!d lbe
TemeoommUilicalJn'" Ad 0' 19l16.
Mil~ ro. e-mU oonn1lctl
ill lieroe.

Fur elllmple. two ne- tllllll
ftmB, ISIS 2000 III ArilIoRi and FA­
OOIlicm NelW(]f!L. of America. II
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State's losing bidder
challenging schools'
Internet access choice
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Investment Proposal

This proposal is for qualified investors only.

l 12141'1

For more informatioD, contact:
AI Gamer ill, President

615.429.5158
partnct@ncS.infi.net



OVERVIEW

The Internet for general public use is approximately 3 years old. The
advent of Netscapc and other similar browsers has made the world's libraries,
museums and data bases available to individuals and schools over a network that
previously had been only available to a few government and university users.

While deregulating the Telecommunications Industry Congress mandated
that $2.2 Billion dollars a1UlUally be provided by telephone companies to assist
in the connection of schools and libraries to the Internet. The Federal
CommWlications Commission is managing these funds. The average state's
share of these funds is $40 million. An additional $400 million is available
nationally to assist in the connection of rural health care providers.

Education Networks of America (ENA fonnerly Technology Partner) with its subsidiaries
provides high-speed, reliable data network and Internet services to schools and libraries. ENA under
contract with the State of Tennessee designed and built in one year a network (connection) which
now connects more than 40,000 computers in 1800 locations to the Internet. ENA's affiliate ISIS
2000 currently manages the Tennessee ConnecTcn Network. Al Ganier, CEO of ENA also founded
Connect Tennessee Students a not for profit corporation where he raised more that $3,000,000 in
cash, goods and services to supplement state funds to make this network possible.

The governor of Tennessee has proposed in his State of the State address that this network
should grow to the point that every child has thrce hours per week of Internet access. This means
that more than 90,000 Internet connected computers will be required. In its effort to dramatically
expand its network capacity, Tennessee will be issuing a Request for Proposal. ENT, its affiliates
and sub-contractors propose to purchase, expand and manage the Tennessee K-12 Education
Network. loe scope of a three-year service contract will be approximately $60 million.

ENA will use this base of proven experience to expand its services into other states or large
school districts. ENA will grow its revenues as a prime contractor or bidding as a sub-contractor in
areas that others have a distinct advantage of local contacts. A number of providers of hardware
and telecommunications services have indicated a need for a partner to make a complete proposal in
areas where they have distinct market advantages. For example a major health care provider may
contract with ENA to build a network for health care providers in rural areas. A Bell company
might use our services to build an education network to keep other competitors from establishing a
regional network that might be a competitor for high value commercial services.

1



Education Networks of America is seeking investors to provide $2 million of working
capital for the initial stages of two contracts. Approximately $150,000 of expenses is expected
during the bid stages of the Tennessee contract. The balance of the initial equity is to provide a
credible balance sheet, funds for additional contract bids and working capital for the frrst two
contracts won. Credit lines and Equipment leasing will be used to fund the major expenditures
necessary for the operational aspects of contracts. The initial funds will be used for staff, office
expenses, professional and engineering services, presentation materials and travel. The credit lines
will be used to manage cash flow requirements. The investors will own equity in ENA, which will
acquire and develop networks through subsidiaries such as Education Network of Tennessee, in
cooperation with companies that have proven expertise in their geographic region.

This local expertise will be supplemented with ENA's techilical, business and financial
resources. ENA is currently engaged in the exploratory stages of securing contracts in other states
to design and build statewide networks for schools, libraries and health care (the TeIll1essee
network as currently structured does not serve health care providers). For example, ENA has made
lhe initial presentation to the Texas Infrastructure Board that is responsible for $150 million in
annual funds to provide these services in Texas. The Texas contract could be more thanS200
million per year when local funds are combined with FCC matching funds (see copy of Texas
presentation).

New Funds Available to Drive 'n1is Industry

ENA is uniquely positioned to meet a demand that is being accelerated by the availability
of new funds for Internet access. The following are examples of new resources targeted to pay for
Internet access for schools:

1. $2.2 billion per year from the Universal Internet Service Funds (FCC) to build Internet
services for K-12 education and libraries. (Section 254(h) of the Telecommunications
Act of 96 or the Snow-Rockefeller Amendment) (available January 1, 1998)

2. $400 million (FCC) per year for Internet services for healthcare. (available January
1,1998,)

3. $400 million per year from Medicare for rural healthcare providers. (available 1998)

4. $500 million from the U.S. Department of Education for Technology Literacy Grants.
(Available now)

5. New appropriations from state and local governments to meet the demand for Internet
services.

These funds will accelerate the already rapid spread of Internet services for schools, libraries and
healthcare.
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EXISTING TENNESSEE NETWORK

The Tennessee K-12 Education Network is an Intranet that was developed by private
companies under contract with the State of Tennessee. It provides students with access to the
Internet and has rapidly evolved into an administrative working tool with the Department of
Education, local school districts and their schools. For instance, 1100 grant applications were filed
directly by the schools over the Internet to the Department of Education. This compares to fewer
than 200 in the previous year via a paper application process.
Some of the administrative uses include:

*Grant applications-e.g. , 1100 grant applications were filed directly by the schools over
the Internet to the Department of Education. This compares to fewer than 200 in the previous year
via a paper application process.

• student attendance records
• federal vocational training data
• regisLration for continuing education.

Jane Walters, Commissioner of Education; Jackie Shrago, Board of Regents vice­
chancellor; and Al Ganier, President of Education Networks of America led the development of
this network. (ENA provided design, installation and' development of services for the current
network). Although this network is little more than a year old. it connects all of the K-12 Schools
to the Internet. Forty thousand computers in these schools provide student access to the world's
libraries, museums and databases. The network is currently managed from a central location by
ISIS 2000 - Integrated Systems and Internet Solutions, Inc., an affiliate of ENA and a shareholder
of Educational Network of Tennessee, a subsidiary of ENA. ISIS 2000 was located by ENA after a
National search and brought to Tennessee to provide on going management for the Tennessee
network.

The network has dramatically outgrown its original design expectations. The original
expectation was to have 7,500 computers connected in the fIrst year. However, the ease of
connecting additional computers through software and network strategies provided by the
principals orENA made it possible to connect 40,000 computers to the Internet. The state is
seeking ways to continue expanding the network while improving network efficiencies within its
budget limits. It has requested input for the development of an RFI (Request for Infonnation • copy
attached) which will lead to an RFP (Request for Proposal). ENT has been invited to participate in
this process. ENT will be the prime bidding contractor in concert with teaming partners that are
currently providing the majority of services necessary to manage, operate, and upgrade the
network.

ENT AND ITS TEAMING PARTNERS

The members of the consortium of teaming partners proposing the Tennessee project are:

• Education Networks of America (formerly Technology Partner)
Contracted by the state of Tennessee to provide the initial design, installation of the
network and outsourcing of its management. ENA will be the prime contractor.
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• Bel/South and twenty-jil'e other Tennessee telephone companies (Vendors only)
Provides the network telecommunications lines, including access to the Internet via
BellSouth.net.

• ISIS 2000 *
Cuncnt provider to state of Tennessee ofall Hclp Desk services and electronic
management of the Network. ISIS will continue to provide these services and
engineering work for the expanded network.
...Shareholder ofENT

• ISDN Net
One of Tennessee's largest providers of business Internet services, with more
than 600 business customers and thirty-one Internet Service Providers that'rcly
OD ISDN to provide full Internet access, will provide engineering and
installation of complex services.

Other sub-contractors such as wiring vendors will be utilized for the installation of
expanded network services.

NATIONAL PERSPECTIVE

The McKinsey & Company study for the Federal Government estimates that the cost of
accomplishing the initial connection ofall classrooms to the Internet will exceed $46 billion, with
an additional $] 3 billion per year in ongoing costs. Beginning in 1998, the FCC will provide $2.2
billion nationally each year to supplement the development of educational and health care
networks.

For example it is estimated that for every qualified $3 dollars Tennessee spends. the FCC
will pay approximately $2 of the $3. Currently Tennessee is spending $5 million annually of which
approximately $3.5 million may qualify for matching funds. ENA's contract approach should
permit 100% ofstate expenditures to qualify for FCC funds. ($5 million of state funds with FCC
funds of $10 million provide $15 million for the state network annually. State funds for additional
matching dollars will be available through the sale of the existing network that may become
surplus property by new network design.)

States and local school systems are investing signiJicant fimds for the work ofconnecting
its students to the Internet. Due to the rapidly changing technology, most governments are looking
for solutions from outside contractors with experience. Tennessee and other states are in the
business of providing education- not Internet access and relate.d network services.
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\VHAT'S UNIQUE ABOUT ENA?

ENA and its subsidiary are made up of the parties that designed, installed and are currently
managing the largest and most cost-effective education network in the United States. This network
is a working demonstration of the company's capacity to deliver and manage a sought after service.
The management team consists ofhighly sk:ille~ individuals who have been on the leading edge of
remote, distributed network development for years, even before the expansion of the Internet.

HIGHLIGHTS OF TilE PROPOSED CONTRACT

• The current state expenditures for the existing network combined with additional
resources from the sale of the existing network, matched with FCC funds, will pay

. the cost of the expanded network and its ongoing operation.

• Additional revenue opportunities for ENT services are enhanced by the availability of
Technology Literacy Grants and other technology expenditures. Included in the bid will
be a menu of available services that may be purchased by local school districts or the
state should additional funds become available.

The cODtract should exceed $60 million over the next three years.

A middle net strategy, which is a combination of. increased bandwidth, new routers,
caching, and updatcd software will be proposed to meet the demand of each school.

• To the extent any school, healthcare provider, or library wishes to have additional
sCIVi~cs other than what the s~te contract provides, it can contract separately with ENT

. for these.

REVENUE

ENA expects to make a reasonable profit from the design. installation and operation of the
network (See Pro Forma). This profonna only shows a possible revenue stream from a single state
COntract. Much of the overhead ofa national company is included in the model. Additional
contracts should have a much higher margin.

ENT expects to add more users such as private schools. health care providers, and also
additional services for all users will be added such as:

*rn school wiring
"'Educational contcnt
'" Software
"'Hardware
"'Training
"'Remote school/network management

. These new services and users could more than double the revenue potential of any
. network that is built originally for schools. The incremental cost to add mor~ users and services

should pn,lvide excellent margins since competitors will have to duplicate many ofENT's systems
just to meet its standard level of service..
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USE OF }~UNDS

ENA requires an infusion of capital to cover the costs of making the bid to the state of
Tennessee through ENT (Education Network of Tennessee- a subsidiary). The majority ofthe
funding will be required to provide sufficient resources to meet the requirements of the contract.
The bid and negotiation period is expected to take three months and cost approximately $150,000.
A contract decision should be made as early as March 1998. The funds will be used for expanded
staff, office expenses, professional and engineering services, presentation materials and travel. If
the contract is won then equity, leasing and credit lines will be used to meet cash flow management
in the early stage of the contract. Additional funds will be used to fully develop staff and to pursue
otJu:r contracts in states such as Texas and large school districts.

SUMMARY

ENA has the experience and market position in a rapidly expanding industry to become a
national leader in the provision of network services for the education, rural health care, and libraries
of America. This market has historically lagged behind other industry groups' adoption of
communications technology. National policy makers are universally in favor of accelerating student
access to the Internet. Legislation has been passed on a non-partisan basis to provide billions of
dollars for this business.

ENA and its affiliates are.responsible for the largest and most advanced Internet access
education network in the US. The urgency created by a combination of new funds and the fII~t­

come-fust-serve nature of these funds positions a company such as ENA that has deployed a
statewide network in less than one year, to bid for additional business. lb.is strategic advantage with
additional capital will permit ENA to grow rapidly and profitably.

6



t:RATE
f. C. ':.

Mission:

(onuccl Tennessee SllJdculs is a program thaI elevates and lc\'cls the learning field for each student in Tellnessee. It's designed
to make c\'t:ry youugster in TC1UlC5SCC schools a citizen of the global community through access to the World Wide Web.

To h;~JlIll1o[\)abOllt how Connect Tennessee Studenls a1l"ects you. or how you can positively affect the futures ofthousamls of Tennessee
schoolchildren· wllla"t:

AI Ganle-r. pre,ltJrnt, Conned Tennessee Students

By Mall: Suite 103·218

73 White Bridge Road, Nashville, TN 37205

Email Addre:..:partncr(ci.nc5.infi.ucl

In penon or delinrie,: ATTN: AI Gamer, c/o Commissioner JancWaltecs. Tennessee Department ofEducation. 6th Floor,
710 James RoberlsuuPlUk,Yay, Nashville, TN 37243-0375. (615) 741-273 I, FAX: (615) 741-6236.

r --
I I lTL1I1 "f1(
f t;p()\. (vf ~ ul

CQI1I1l;l;t Tl,:onc:!lscc SIUUt:nls is II not-for-profit colpOration working in partneT'ihip with slate government and private business to bring the educational benefit'
ofcompllcer Technology wlo the: Tcanc3scc classroom.
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To 21st Centl,lry
Campus Home

A uitrninlt Rc\Olulion

Leltrnlng for a Lifetime

Higher Educlttion'~

Tcd,"olo~~'Cballenges

The Microsoft Vldon:
The Connected
Learning Community

l\llcro~lIrt'.•
Commitment

Participate in the
CoOl'as" lion

·~;;;;:t~oso~Hilther \I•• 2:bl

;:f¥~~' Educalltin ~~~\~l
The Microsoft Vision:
Tho Connected LearnIng Community

Students and faculty have access to a
vast knowledge base and rich instruction. including
students and educators worldwide

Technology eliminates the restrictions of time and place, making tbe world's
classroom available to students alld faculty lto)·time, anY1\here. Using a PC
anlllhe Internet, a student burning lhe midnight oil on an art history project at lI.D

Alaskan communiI)' college can vi5it the Louvre Art Museum in Paris. The
Internet also allows students and faculty members to participate in a global
learning CQnversation by sharing ideas and opinions with others from around the
world. Students using the Internet as a forum for debate of intellectual ideas
become active learners and participate in the development of the world's
knowledge base. CoUege and university scholars share their writing and research
and participate in lhe peer review ofothers' work. At Columbia University in New
York City, ~IAO - Columbia International Affairs Online - recently was
launched. CIAO is an interactive web sile offering international affairs "papers in
progress" from more than 50 research instilutes at CQllegcs and universities
Ihroughout the world, allowing international affairs scholars to n,'eeive feedback
on their work from their peers.

"TechnoloC}' is the tool a.aI allow! us to disseminate the highest quality
scholarly work, and to faciJilate interactive discussion and debate on work at a
level that htU never been possihle hefore.. Online resources offer students in
remote areas and different locales access to tlte same information, and enable
libraries to provide new collections ofmaterials. Technology provides students,
scholars, librtll'ians - anyone - access to the lateSt and best information and
research owdloble. II

Ku Witta:lberg. Editor-in·Chief, Columbia Univen:ity Pr",,~Colwnbia Intan:ll.ional Affain Online

Technology also builds links between the 21 st Century Campus and the greater
Connected Leaming Community by enCQucaging communications between
students from different colleges and universities and from different walks of life.
At Vanderbilt Unh'ersity in Nashville, Tenn., student volunteers have opened the
doors to lhe world of information technology for hundreds of Native American
K-12 students from Arizona., California., Tennessee, Soulh Dakota and
Washington schools. The university group is called SNAP- StudCjlt and Native.. .. ' ..
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vidcoconfcrencing software. Ba~k at school. they used cOlDpu.ter-based
\'idcoconlercncing to teach lhe students and teachers huw In usc the !nlcmcl's
educational resources. leaming about cultural and trawing issues while sharing
their technology knowledge with K-12 studenls.

..The lr/(ernd has alJowed us t<7 engage otlrerpeopks, clllturt>.f and nations, in
'~'a)'.J we nn'er tJ,ought pouihle. Jt7Ihin our own environments, we can ..
participate in an "nlimited e."(change ofidea.f, heliefs, Irope.f and aspirations.
Empowered by access and conne(1i\'iJ.y, .fn,dents and teachers e.'(hibit more
posiJive attitHdes towardf li!arning; student achin'emf'nt rises; and every'one is
more exciterl about coming to scl/ool in the morning. Lifelong karning is a
reality. ..
Jasl)(\ Dinger, Vi\Iltl",IJilt Uni\'«1iily S""ior ...d Coordin.tor. Studalt .nd N.Ilvc Ameriam
Partnerships

9 19?7 Mkl\Nltl Cl'rpQr~liQll. All riq.~r~(T"o·od T.~llS of \"".
L.1sl Updaled: November 10. 1997
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